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SUBJECT: FTB Provide Information To The Departnment O Social Services Regarding
Group Home Licensees

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X amended April 15, 1999.

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED April 15, 1999, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would provide that upon request fromthe Director of Social Services,
the Franchi se Tax Board (FTB) would furnish specific individually-identifiable
informati on regarding a group honme |icensee to assist the Departnent of Soci al

Services (DSS) in the identification of fraud by a group hone provider.

This analysis will not address the bill’'s other changes regardi ng group hone
providers, as they do not inpact the FTB.

SUMVARY OF AMENDMENT

The May 6, 1999, amendnent made changes regardi ng the devel opment of regul ations
for group home providers. These changes would not inpact the departnent’s
prograns and operations.

The policy concerns and the proposed anendnent provided in the department's
anal ysis of SB 887, as anended April 15, 1999, are included bel ow

The departnent’s anal ysis of SB 887 as anmended April 15, 1999, still applies.

Pol i cy Consi deration

The Revenue and Taxation Code and federal |aw provide specific guidelines
and rules for the use and disclosure of confidential tax information by the

FTB. In general, disclosure is authorized in connection with tax matters.
Unl ess specifically authorized by law, all other disclosure by the FTB is
pr ohi bi t ed. In addition, disclosure of tax return informati on does not

aut hori ze the recipient to further disclose the tax return information.
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This bill would require disclosure based on a finding by the Director of

DSS, based on reasonabl e suspicion, that a group hone |icensee has conmtted
fraud. “Reasonable suspicion” is not defined. Many crimnal investigations
require a showi ng of “probable cause” that a crine has been cormmitted. It
is not clear how “reasonabl e suspicion” under the bill differs from

“probabl e cause.”

The bill is styled to conpel disclosure, notw thstandi ng any other provision
of law. California |aw regarding disclosure of tax information is styled to
aut hori ze the disclosure of information not specifically prohibited.
Amendnment 1 is provided to parallel the other disclosure provisions
contained in the Revenue and Taxation Code.

The bill contenplates referral of allegations of fraud by group hone
providers to a unit within the Ofice of the Attorney General (AG for
further investigation and prosecution. The bill does not contenplate

di scl osure of tax return information to the AGin connection with referra
and i nvestigations of fraud, as contenplated by the bill. The disclosure of
tax information fromthe Director of DSS to the Ofice of the AG would be a
violation of the state’s existing disclosure | aws.

POSI T1 ON

Pendi ng.
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FRANCH SE TAX BOARD S
PROPOSED AMENDMENTS TO SB 887
As Amended May 6, 1999

AMENDMENT 1

On page 8, strikeout lines 27 to 40 inclusive, on page 9, strikeout
lines 1 to 3 inclusive, and insert:

19553.5 (a) Subject to the limtations of this section and federal |aw, the
Franchi se Tax Board may permt the Director of Social Services or deputy
directors to inspect the incone tax returns of a group home |icensee who has been
determ ned by the Director of the Departnment of Social Services, based on
reasonabl e suspicion, to have commtted fraud that can be validated by specific
and identified tax information regarding the group hone |icensee. The Franchise
Tax Board may provide the director or deputy directors an abstract of the incone
tax return requested, or supply information concerning any item of income
contained in the return or disclosed by the report of any investigation of the
incone or return of a group hone |icensee suspected of fraud.

(b) The right of the director or deputy directors to inspect incone tax
returns or obtain other information as provided in this section shall be limted
to the records that will assist the Departnment of Social Services in validating
t he suspected fraud by the group home licensee. The information obtained
pursuant to this section shall be used or disclosed only for the purpose of
enabling the Director of Social Services or his or her deputy directors to
val i date the suspected fraud by the group hone |icensee.

(c) The right to inspect or obtain information as provided by this section
shall only be all owed by the Franchi se Tax Board upon the receipt of witten
docunentation fromthe Departnent of Social Services indicating the director has
made a determ nati on based upon reasonabl e suspicion that a group home |icensee
has conmtted fraud that nay be validated by the requested information.



